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INTRODUCTION AND METHODOLOGY

This report is a supplement to the Final Report for a one year study of the
effects of alternative approaches to the delivery of Federal student financial aid.
The study is focused on the major Title IV programs:

_The Pell Grant program (formerly Basic Educational Opportunity Grants)

The Guaranteed Student Loan (GSL) program

The Campus-Based programs:

- Supplemental Educational Opportunity Grants (SEOG)
- National Direct (formerly Defense) Student Loans (NDSL)
College Work-Study (CW-S).

The purpose of this study is to provide - ninistrators within the U.S.
Department of Education, including members of the Credit Management Board and
the Secretary, with the information they need for decision-making regarding
changes in the student aid delivery system. The study was conducted in three
phases. The objectives of these phases were to:

Phase I:

- Develop the assessment model
- Specify the current delivery system

Phase II:

- Assess the effects of the current system

- Identify alternatives to the current system

- ldentify the objectives of the delivery system redesign
Phase [II:

- Develop detailed descriptions of selected alternatives

- Assess the differential effects of the alternatives, in comparison to
the effects of the current system

-1 5



- Assess the time, cosis, and risks associated with implementation of
each alternative

- Rank the alternatives according to various objectives of delivery
system redesign.

This supplement presents the specification of the current delivery system,
completed as part of the first phase.l Thse specifications were an important part of
this analysis, since the descriptive information they contain made possible the
detailed assessment of the current system and the alternatives, as well as the
analysis of the time, costs and risks associated with implementation. These
specifications can also be used as the basis for detailed design and implementation
planning for any changes in the delivery system.

The remainder of this introduction describes the methodology that was utilized
to develop these specifications. The following chapters then present the specifica-
tions themselves. For more information on other aspects of this study, and on the
uses of these specifications, see the Final Report and Supplement L

1.] The General Assessment Model

In the first phase of this study, a general assessment model was developed to
be used for the analysis of the effects of the current delivery system and
altematives. As illustrated in Figure 1-1, this model was developed in three lengthy
documents, and links the features of the delivery system with the features of the
programs that the system is designed to implement. The model then traces the
effects of the system on its major participants, taking into account the intervening
variables that also influence these effects and are beyond the direct contro! of the
Department of Education (ED). The model then develops measures of these effecrs,
and identifies data sources and methods of analysis for each measure.

IAs it was originally conceived, this supplement was to have also included detailed
specifications of each of the five generic alternative systems selected for
assessment. However, it was found that the less detailed descriptions available in
Appendix A of the Final Report were adequate for the purposes of decision-making,
forward planning, and further refinement. Due to the limited availability of
resources, the Department therefore decided not to include these detailed specifica-
tions in this suppiement. For the detailed descriptions of the proposals which
formed the basis of these generic alternatives, see the draft report titled
"Framework for the Speciiication of Altematives",
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Chapters Two through Four of this supplement present the first part of this model,
the features of the deiivery system and the associated program features which they
are designed to implement. More information on-the general assessment model and
its applications is presented in the Final Report and Supplement 1.

1.2 Framework for the Specification

The first step in developing the specification of the current system was the
development of a framework based on the hierarchical inputs-processes-outputs
(HIPO) structure which is frequently used in systems design and development. In the
case of student aid delivery, the functional hierarchy is defined by the features of
the program, which determine the requirements that the delivery system must meet.
The operétional inputs, processes and outputs represent the features of the delivery
system which are designed to accomplish the goals of the programs. Program
features include laws, regulations and administrative decisions, while delivery
system features are the procedures that are used to implement these decisions.

This framework was further refined, by developing a categorization hierarchy
that moves from the general to the specific. More precisely, this categorization
incluves: '

® The programs and delivery system were first divided into three compo-
nents, representing the programs under consideration:

- The Pell Component
- The GSL Component
- The Campus-Based Component.

° Each of these components were then subdivided into six subsystems,
representing the general functional categories of the student aid pro-
grams and delivery system. :

- The Pre-Application Subsysiem

The Student Application Subsystem

The Student Eligibility Determination Subsystem
The Student Benefit Calculation Subsystem

The Funds Disbursement Subsystem ’

- The Account Reconciliation Subsystem.

| SN B B |

° Each of these subsystems were then further subdivided into a number of

activities, that represent the specific functions that must be accom-
plished. These activities vary for each component, due to the differ-
ences in the requirements of each program. These program requirements
are identified for each activity, The activities are presented in Figure

1-2.
/
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This chart lists the activities by subsystem which are currantly utilized to implement the Pell Grant, GSL (state agency) and Campus-Based programs.
Activities which are atleast partlally integrated across programs are marked with an asterisk (*).

THE PELL COMPONENT

THE GSL. COMPONENT

. 1. Pre-Application Subsystem
1.1 ED Budget Forecasting
*i.2 ED Dudget Development
4*1.3 Development and Promulgation of Federal
Regulations
*1.§ ED Formg Development
%13  ED Inforndation Dissemination and Training
*1.6 ED Contract Development and Support
*1.7 ED Systems Planning and Revision
*1.8 ED Determination 3 Institutional
Eligibility and Certification
: 1.9 Establishment of Payment Systems for
' . RDS Institutions!
"~ 1.10 ED Initial Authorization of Funds to
_ RDS Institutions
*1.11 Institutional Planning and Information
Dissemination

g-1

2. Student Application Subsystem
*2.1 Student Application

3.  Student Eligibility Determination Subsystem?2

*3.1  Student Eligibility Determination
3.2 Validation

9. Student Benefit Calculation Subsystem?

*4.1 Student Award Calculation (RDS)
*4.2 Student Award Calculation (ADS)

1.

2.

3.

.'

Pre-Application Subsystem
1.1 ED Budget Forecasting
*1.2 ED Budget Development
1.3 ED Clearance of GA Regulations, Forms
and Manuals

*1.§ Development and Promulgation of Fedcral

Regulations
*1.3 ET Forms Development
1.6 gl) Information Dissemination and

ra

*1.7 ED Contract Development and Support
*{.8 ED Systems P and Revision
*1.9 ED Determination of Institutional

Etigibility and Certification

1.10 Optional GA Determination of Institutional

Eligiblilty
1.11 GA Determination of Lender Eligibllity
*1.12 Institutional Planning and lnlormatlon
Dissemination
1.13 GA Planning and lnl'otmatlon
Dissemination
1.18 Lender Planning

Student Application Subsystem
*2.1 §mdem Application

Student Eligibility Determination Subsystem?

3,1 Student Eligibility Determination
*3.2 Optional Validation

Student Benefit Calculation Subsystem2
“§.1 Institutional Determination of Loan
Limits
4.2 Lender Determination of Loan Amount
8.3 Guarantee Approval

I This activity is identical and completely integrated for the Jell and Campus-Based components,
27he starred activities under these subsystems are generally integrated at the institutional level, when the financial aid office determines ald packages for each student.

e 10
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FIGURE 1-2

THE CAMPUS-BASED COMPONENT

3.

8.

Pre-Application Subsystem
*1.1 ED Budget Development
*4.2 Devdormem and Promulgation of
Regulations
*1.3 ED Forms Development
*1.¢ ED Information Dissemination and
and Tralning
*1.5 ED Contract Development and Support
*1.6 ED Systems Planning and Revision
*1.7 ED Determination of Institutional
Eligibility and Certification
1.8 Establishment of Payment Systems for
Institutions!
9 ED State Allotment
.10 Institutional Application for Funds
11 Tentative Institutional Allocation
of Funds
2 Appeal of Tentative Allocation
3 Final Allocation
9
5

Low-Income School List Develcpment
institutional Planning and Information
Dissemination

1.1
1.1
1.1

Student Application Subsystem
*2.1 Student Application

Student Eligibility Determination Subsysunz

“3.1 Student Eligibility Determination
*3,2 Optional YValidation

Student Benefit Calculation Subsystem?
*4.1 Student Award Caiculation

BEST COPY AVAILABLE 11
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THE PELL COMPONENT (CONTD) THE GSL COMPONENT {(CONT'D) __THE CAMPUS-BASEED COMPONENT (CONT'D)

1
3. Fwnds Disbursement Subsystem 3. Funds Disbursement Subsystem _ 3. Funds Disbursement Subsystem
3.1 ED Disbursement to Institutions) 3.1 Issuance of Promissory Note 5.1 ED Disbursement to Institutions?
3.2 RDS mstitution Disbursement to Student 3.2 Loan Disbursement 3.2 Award Acceptance
3.3 ED Disbursesnent to ADS Students *35.3 Refunds 3.3 SEOG Disbursement
3.4 Relfunds 5.8 _Note Transfer and/or Servicing Contract 3.4 NDSL Disbursement
3.5 Interest and Special Allowance Payments 3.5 CW-S Disbursement
3.6 ED Advances to GAs *5.6 Refunds
3.7 Administrative Cost Allowance Payment
to GAs
6. Account Reconciliation Subsystem 6. Account Reconciliation Subsystem 6. Account Reconcilivtion Subsystem
6.1 Student Account Reconcitiation 6.1 Earollknent Status Reporting 6.1 NDSL Repayment
6.2 Institution Account Reconciliation 6.2 Loan Consolidation 6.2 NDSL Defer nent
6.3 Insiliution Awdit 6.3 Development of Repayment Schedule 6.3 NDSL Cancellation
*6.% ED Program Review of Institutions 6.4 Loan Repayment 6.% NDSL Collections
6.3 Repayment Deferment 6.3 Institutional Account Reconcilation
6.6 Clalms and Collections *6.6 Institutional Audit
"y 6.7 Lender Reporting *6.7 ED Program Review of Institutions
& 6.8 GA Reporting
6.9 Lender Reviews
6.10 GA Audits

)
L]
——

ED Program Review of GAs
Institut 1 Audit
ED Program Review of Institutions

-
"
~

=
[
[*S
i

2The starred activities under these subsystems are gen&ally integrated at the Institutional léVel, when the financial ald office detesrmines ald packages for each student.
I he initial disbursement of Pell and Campus-Based funds is completely integrated,

FIGURE -2 (Cont.)

1 2 CHART OF CURRENT DELIVERY SYSTEM ACTIVITIES
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o Each activity was then further subdivided into the actual delivery system
inputs, processes and outputs that are utilized to accomplish the
activity.

- This categorization makes it possible to link the features of the delivery system
with' the program features they are designed to implement for each activity within
the system. Chapters Two through Four present the use of this framework to
specify the current delivery system.

1.3 Methodology

To develop the specifications in these chapters, a series of analytical steps
were utilized. Because there were no existing, detailed descriptions of the delivery
system, these specifications went through a number of iterations to ensure their
accuracy. _ |

The first step was the development of a preliminary version of the assessment
model, which ‘ixluced a general overview of the relationship between program
features and delivery system features. Next, research on-the programs and on the
delivery system was temporarily decoupled to ensure a comprehensive inventory of
all the relevant features. This preliminary research relied primarily on in-house
sources of information. ‘

To develop -~ comprehensive description of the major features of the programs,
the study team deseloped a list of questions which must be answered by the features
of any program that is designed to deliver funding. These questions were then
answered by reviewing previous studies and the applicable laws. In-house personnel
with substantial program knowledge were aiso interviewed. In a few selected cases,
ED personnel were interviewed by telephone. The study team also developed a
legislative history of the programs which traced the major steps in their evolution.

Independently, the study team also developed a preliminary list of delivery
system activities, and description of the associated inputs, processes and outputs,
utilizing the same sources of information mentioned above, After completing these
steps, the team matched the relevant program features with each delivery system
activity. These preliminary specifications were then printed and distributed for
review.

‘Personnel within the Department of Education and the aid community assisted
greatly with the further refinement of these specifications. A large number of
Office of Student Financial Assistance (OSFA) staff members, as well as a few staff

14



from other ED offices, reviewed the prehmmary specifications and offered detmled
comments. Extensive interviews were also conducted with ED personnel to collect
additional information and clarify specxﬁc aspects of the specifications. A full set
of ED forms, manuals and handbooks were collected, along with the applicable
regulations, and were carefully reviewec by members of the project team.

Through site visits and the study's Technical Advisory Panel, information was
also collected from the aid community. Seventeen sites were visited, including
diverse types of postsecondary institutions, state agencies, lenders and secondary
markets. A substantial portion of these visits were devoted to collecting detailed
information on how each organization accom; . thed their responsibilities with the
delivery system. Documentation and studies were also collected from each site, as
well as copies of the forms used by each organization.

Throughout this study, a Technical Advisory Panel provided guidance, ideas
and data. This Panel consisted of administrators from postsecondary institutions,
state agencies and a lender, who have extensive experience and knowledge related
to student aid. This Panel also reviewed the preliminary specifications, and
provided comments and additional information. |

The study team then revised the specifications, incorporating all of the
information received from the above sources. These revised specifications then
went through an extensive in-house review, and were also submitted to ED for
further comment. The specifications were then finalized, and are presented in this
final form in Chz;pters Two through Four.



CHAPTER TWO
THE CURRENT SYSTEM: PELL COMPONENT

The Pell Grant program, formerly called Basic Educational Opportunity
Grants, was first created under the 1972 Amendments to Title IV of the Higher
Education Act of 1965. This program provides Federal grant monies to eligible
undergraduate postsecondary students, The purpose of this program is to provide
financial resources to needy students, to encourage school attendance.

The delivery system that has evolved utilizes a central application processor,
who is under cantract to the Federal government. For most recipients, Federal
funds are channeied through eligible postsecondary schools, who then distribute the
funds to eligible recipients. Approximately one percent of the recipients receive
tunds directly from the Federal govemment, through the Alternate Disbursement
. System. The Federal government also collects per-applicant and recipient data for
this prograni.’ .

The following pages specify the current delivery system for the Pell Grant
program, and identify the program features related to each activity. The
methodology and format used in this specification are discussed in Chapter One, and
a list of the activities was presented in Figure 1-2,

16



PELL COMPONENTY
1. PRE-APPLICATION SUBSYSTEM
1.1 ED Buiget Forecasting Activity
PROGRAM FEATURES

SUBSYSTEM STEPS
Inputs Processes ' Outputs
L1 e am Is quasi-entitlement; alf t.1.1 e JPPD and DPO develop o Expenditures and number of recip- o Budget forecast is developed and
s ts meeting eligibility criteria fund forecast model ients are forecast for award year, forwarded to OPBE.
are entitled to a Pell Grant, the using proposed grant award schedules
amount of which is determined by the and rules.
tamily contribution schedule and

established payment schedules.

(A4
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PELL COMPONENT

1. PRE-APPLICATION SUBSYSTEM
1.2 ED Budget De clopment Activity

PROGRAM FEATURES SUBSY STEM STEPS
Inputs Processes Outputs
1.2 o Program is forward funded, and 1.2.1 e DPPD/OPBE develop e Budget request approved through e Initial ED budget document is com-
appropriation requests are devel- budget based on esti- OSFA, OPBE, and ED Secretary. pleted.

oped by ED annually and supplemented
as necessary. Requests are deter-
mined primarily by estimates of the
number of recipients and award
amounts and policy and budgetary
prioriti=s.

Congress annually determines :
appropriations according to standard
government-wide procedures. This
process is repeated during a fiscal
year if appropriations need to be
adjusted.

19

timates from the
forecast model and
on policy decisions
and priorities.

1.2.2 e ED submits budget
to OMB.

e OMB reviews budget.

1.2.3 o OMB submits admin-
istration's budget
to Congress.

o Congress reviews, debates, and
revises or approves budget.

o Congress appropriates funds.

BEST COPY AVAILABLE

e Budget document approved/revised
by OMB.

e Appropriated funds are authorized
to be obligated by OMB.

20
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PROGRAM FEATURES

PELL COMPONENT

i. PRE-APPLICATION SUBSYSTEM
1.3 Development and Promulgation of Federal Regulations Activity

SUBSYSTEM STEPS
Inputs Processes Outputs
1.3 e ED has authority to administer 1.3.1 @ ED determines the DPPD drafts regulations. e Draft regulations are conpleted and
program and promulgate reguiations. need for regulations. cleared.
DPPD sends draft through OFSA,
OPE, OPBE, and OGC to ED Secre-
e Regulations governing the Expected tary for revision or approval.
Famity Contribution Schedule (FCS)
must be promulgated annually,
: 1.3.2 e NPRM is published Public responds to published NPRM. Draft regulations are revised by ED
in Federal Register as needed.
e Regulations governing administrative by ED.
technical requirements, award
calculation procediwes, cost of ,
N . attendance criterla, eligibility 1.3.3 e Proposed regulations OMB either objects to proposed OMB-approved regulations 1 eturned
d criteria, and need analysis formula, are submitted to OMB regulations (in which case they are to ED.

etc., are promulgated as needed.

21

by ED.

+

1.3.4 e ED submits final regu-
fations to Congress.*

* This step will probably be deleted as the result of a recent Supreme Court decision.

revised and resubmitted) or approves
them. .

Congress reviews regulations.

Congress either disallows regula-
tions (in which case they are revised
and resubmitted) or alfows ther: to
stand.

Final regulations are published in
Federal Register.

BEST COPY AVAILABLE
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PELL COMPONENT

1. PRE-APPLICATION SUBSYSTEM
1.8 ED Forms Development Activity

SUBSYSTEM STEPS

PROGRAM FEATURES }
Inputs Processes Qutputs
1.8 e EDis required to maintain summary 1.4.1 e DPPD and/or DPO e DPPD and/or DPO determine e Request for changes in forms and
statistics on program, to determine determine data needed changes in forms and instructions, instructions submitted to OMB.
institutional eligibitity, to process for ED processing and
student applications for grants, to recordkeeping. e Forms and suppor ting documenta-
monitor institutional disbursement of tion are submitted to DEIM for
grant awards, etc. review and clearance.
o Forim and instructions must be devel - 1..2 o OMB reviews forms o OMB accepts or rejects proposed * @ Approved forms are returned to ED.
oped for ED reporting, processing, and instructions. changes (in which case they are .
~N and recordkeeping, includings revised and resubmitted).
{ - Application for Federal Stufent Aid
o (ED 255)
- Special Condition Application 1.4.3 e DPPD, DPO, and DTD o Forms and instructions are printed. o Forms are delivered to relevant par -
(ED 253-2) establish printing : ticipants.
- Official Authorization Letter quantities and submit e Forins are delivered to ED.
(ED 255-9%) requisitions to GPO
- ADS Reqguest for Payment (ED 304, or required printer.
304-1)

- Student Aid Report (ED 255-1)
- Institutional Progress Report

(ED 253-3)

- Student Validation Roster

(ED 255-4).

23
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PELL COMPONENT

i. PRE-APPLICATION SUBSYSTEM .
1.3 ED information Dissemnination and Training Actlvity

N

PROGRAM FEATURES SUBSYSTEM STEPS
: Inputs Processes Outputs
“ 1.5 e ED may provide training to program 1.5.1 e Division of Training e DTD plans training sessions, some- e Training is provided by D‘TD.
ticipants and OSFA personnel at and Dissesnination thnes using contractors. ‘
ts discretion. (DTD)* determin:
' training reeds. * v
o ED mu:t write handbooks and 1.3.2 e DTD determines need e DTD prepares handbooks and " @ Manuals and handbooks are printed
manuals for program participants and for information dis- manuals, with input from and distributed by DTD.
the general public, . semination. DPPD and DPO.
e ED must answer inquiries from 1.3.3 e DTD and its contrac- e DTD assembles DPPD/DPO answers e Inquiries are answered by DTD,
i program participants and the general tors receive Inquiries to inquiries,
3\ pl.z?ic. from OSFA personnel, .
' other program partici-
pants, and the general
public, by mail, phone
 and during training
sessions.

) * In addition to its iraining and Information dissemination activities, DTD provides mail services for OSFA.

" Ty sessions are usually planned for postsecondary financial aid administrators and fiscal oﬂléers, and high school counselors as well as OSFA headquarters and
reg personnel. Other sessions may be developed as necessary.

el - | BESTCOPYAVAILIBLE 5
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PELL COMPONENT
1. PRE-APPLICATION SUBSYSTEM
' 1.6 ED Contract Development and Support Activity
Xv' N
mocu{:?uwus SUBSYSTEM STEPS
Inputs Processes Outputs
1.6 e ED may accomplish administrative 1.6.1 e OSFA reviews processing @ OSFA determines need for additional e Requests for Proposals are published
functions through contractors. needs and current con- contgact support and/or for rebid- and disseminated.
' tract support. ding of existing contracts.

e ED must must comply with govern-
ment-wide contracting policies and
requirements.

27

1.6.2 o OSFA receives proposals.

e OSFA obtains clearances for issuing
Requests for Proposals (RFPs).

e OSFA develops RFPs.
o OSFA reviews and evaldétes pro-

posals.

e OSFA negotiates contract awards.

BEST COPY AVAILABLE

e Contracts are awarded to con-

tractors.
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REVISED DRAFT
PELL COMPONENT
1. PRE-APPLICATION SUBSYSTEM

1.7 ED Systems Planning and Revision Activity

- PROGRAM FEATURES SUBSYSTEM STEPS

inputs . Processes Outputs
1.7 e Program is subject to statutory, . 1.7.1 e OSFA reviews changes o DPO/DPPD assess need for revisions e New procedures and systems are
regulatory, policy and procedural in statutes, regula- in internal and contracted systems. implemented as needed.
changes. tions, and policies as
. well as relevant sys- e DPPD and DPO develop specifica-
tems and procedures. tions to revise systems and pro-
o The Federal government is respon- cedures which may includes
sible for Pell application processing, ~ Processing requirements
dishursements, and reporting. - Editing criteria
- Pell Grant formula/pay ment
: : schedule requirements
e ED accomplishes many of its data - Test cases
" processing functions in the Pell pro- - Computer comments
&, gram through the use of contractors. - Form letters.

e DPPD and DPO relay system revi-
sion specificadons to contractors
or DSDD for implementation.

e Contractors, DSDD, DPPD and/or
DPO test revised systems if neces-

\ ) WYC
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PROGRAM FEATURES

PELL COMPQNENT

1. PRE-APPLICATION SUBSYSTEM
1.8 ED Determination of Institutional Eligibility and Certification Activity

SUBSYSTEM STEPS

L8

N
'
w

o To adminisier or participate in

Title IV programs, institutions must
be eligible under Congressionally
established criteria.

Different Pell eligibility criteria are
used for:

Traditional higher education institu-
tions

Proprietary institutions _
Postsecondary vocational insti-
tutions.

individual educational programs
administered by an institution must

also meet established eligibility cri-

teria.

mstitution must keep the Eligibility
Letter available for review by ED
officials.

e See program features on next page.

31

Inputs

Mrocesses

Outputs

1.8.1 o

1.8.2 o

Institution completes
and submits Request
for Institutional Eligi-
bility (ED Form 1059)
to ED.

Institution completes
Application for Cer-
tification (ED Form
633) and submits the
application and Pro-
gram Participation
Agreement signed by
school's chief execu-
tive officer to ED.

OPE reviews application and con-
firms eligibility, denies it, or
requests additional information.

DCPR reviews application and eval-
vates institution’s financial responsi-
bility and administrative capability,

requesting additional information

if needed.

DCPR conducts program review of
institution. (See activity 6.5.)

DCPHR approves or disapproves eli-
gibility.

BEST COPY AVAILABLE

o OPE sends Eligibility Letter and Pro-

gram Participation Agreément to
institution if eligible, or notifies
institution of reason for ineligibility.

if the school is determined respon-
sible and capable, a copy of the
Program Participation Agreement,
signed by ED Secretary or designee,
is malled to the school. If not,

the school is notified. DCPR also
establishes annlially a list of certi-
fied institutions and sends it to DPO
and reglonal offices. Additions and
deletions to the list are also dis-
tributed periodically throughout
the year.



PELL COMPONENT

i. PRE-APPLICATION SUBSYSTEM
1.8 ED Determination of Institutional Eligibility and Certification Activity (Continued)

PROGRAM FEATURES SUBSYSTEM STEPS
Inputs Processes QOutputs
@ See program features on previous @ See subsystem steps on previous page.
page. -

o To administer or participate in the
Pell program, institutions must com-
ply with the statutory and regulatory
requirements of the Student Assis-
tance General Provisions, Student
Consumer Information Services Pro-
visions, and the Pell Provisions under

» Title IV. These provisions include:
'c'; - No discrimination on the basis of
- race, color, national origin, sex, hand-
icap, and age
‘ - Dissemination of information on
financial aid, academic programs,

and the institution

- Amwal or biennial audits of financial
aid programs, under ED guidelines

- Maintenance of systematically organ-
ized records, including mandated
information on aid recipients and
other students, which must be made
available for ED review upon request.

See program fecatures on next page.

BEST COPY AVAILABLE
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PELL COMPONENT

1. PRE-APPLICATION SUBSYSTEM
1.8 ED Determination of Institutional Eligibility and Certification Activity (Continued)

PROGRAM FEATURES SUBSYSTEM STEPS
Inputs Processes QOutputs
@ See program features on previous ® Sece subsystemn steps on previous pag~.
page.

o To administer or participate in the
Pell program, institutions must be
certified by ED as administratively
capable and financially responsible,
and must be recertified every three
years.

" @ Institutions become eligible to parti-
cipate in Title 1V programs on the
date the ED Secretary or his designee
signs the Program Participation
Agreemment.

11-2

o ED may require that institutions take
. corrective actions, or may fine,
suspend, or tehminate eligiblity for
institutions whichs -
Misrepresent information
Violate laws or regulations
Change ownership or close
Have default rates in excess of 20%
Have studgnt withdrawal rates in
excess of 33%.

LI T N B |
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PELL COMPONENT

1. PRE-APPLICATION SUBSYSTEM
1.9 Establishment of Payment Systems for RDS institutions Activity

PROGRAM FEATURES SUBSYSTEM STEPS
_lnputs Processes Outputs

1.9 e Institutions indicate on the Program 1.9.1 e Institution, if elig- @ DPO sets authorization limit,
Participation Agreement ther ible, may request
they wish to pacticipate ﬁitt:e Pell Letter of Credit pay- e ED Finance arranges for Letter of @ Letter of Credit account is estab-
Grant program's Regular Qisburse- ment method from ED, Credit payment systemn to be estab- lished for institution.
ment System (RDS) or Alternate lished for institution,
Disburseinent Systemn (ADS). Under
the former systein, Federal funds are e ED Finance notifies Treasury,
distributed to eligible applicants by
the school. Under the latter system, e Institution establishes account at
ED disturses funds directly to eligible a commercial bank that acts as its
students. agent with Treasury,

N \

’L e Under the RDS, institutions may 1.9.2 e Institution may request ¢ DPO sets authorization lknit. e Cash Advance Request systemn pay-

~ choose to receive payments through Cash Advance Request ment method is established for

the Letter of Credit, if eligible, or
the Cash Advance Request systein
payment methods.

e To be eligible for the Letter of

Credit payinent snethod, institution
must be scheduled to receive at
least $120,000 yearly from ED.

e For the Letter of Credit, ED author-
izes the institution to draw funds as
needed, up to the established ceiling,
from the Federal Reserve System
through a Federal Reserve Bank or a
focal cominercial bank.

® See program features on next page,

37

system payment o ED Finance arranges for Cash
method. Advance Request payment systesn
to be established for institution.

e ED Finance notifies Treasury.

institution,

BEST COPY AVAILABLE
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PELL COMPONENT

1. PRE-APPLICATION SUBSYSTEM
1.9 Establishment of Payment Systems for RDS Institutions Activity (Continued)

PROGRAM FEATURES SUBSYSTEM STEPS
Inputs Processes Outputs
@ See programn features on previous @ See subsystein steps on previous page.
page.

‘e For the Cash Advance Request Sys-
tern payment method, ED authorizes
institutions to draw funds monthly,
directly from the Federal govern-
inent through ED Finance, under *
guidelines:

- Funds may be requested only after
Institution has received an official
Authorization Letter from ED, and
only to meet current disbursements.

- Institutions must requesi funds
needed; funds are not advanced auto-
v matically.

- Cash Advance Request System is for

all programs ED Finance administers,
not Pell Grants only.

~ Amount of each request cannot
exceed combined grant authorization
minus all previous payments received
for award year,

£1-2

BEST COPY AVAILABLE
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PROGRAM FEATURES

PELL COMPONENT
1. PRE-APPLICATION SUBSSYSTEM

1.10 ED initial Authorization of Funds to RDS institutions Activity *

SUSSYSTEM STEPS

~t

N

1
R
-~

110 e Under RDS, participating institutions
are responsible for disbursing Federal
funds to eligible students,

e RDS institutions receive an initial
authorization, based on a formula
developed annually by ED, which is
an estimate of the {imds the institu-
tion will need to pay grant recipients

for the first scheduled pay ment period.

Available funding is determined by
Congressional appropriations.

o RDS institutions receive an admin-
istrative cost allowance if it is
included in the appropriation lan-
guage for the award year.

Inputs Processes

OQutputs

1.10.1 @ Pell Grant Disburse-

e ED Finance approves authorization
ment System proces- levels.

sor determines by fund-
ing algorithm an esti-
mate of funds each
institution requires

for first pay ment
period of award year
and submits tape to

ED Finance.

e Pell Grant Disbursement System
processor generates institutional
Authorization Letter, which notifies
institution of initial obligation.

* This activity is generally initiated four to six months after application processing has begun.

41
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e Institutional Authorization Letter
is sent to institution by DPO.
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PELL COMPONENT

1. PRE-APPLICATION SUBSYSTEM
L.11 Institutional Planning and Information Dissemination Activity

PROGRAM FEATURES SUBSYSTEM STEPS

Inputs Processes ' Outputs
LIl e Participating institutions must meet L1L1 e Institution reviews o Institution assesses needs and @ Institution is prepared for the coning
information dissesmination require- program requirements revises internal systemns, forms and award year.
ments. Information must be pub- and changes, as well manuals as needed.
tished on costs of attendance, all aid as internal policies.
programs, academic programs, school o Institution disseininates program -
accreditation, approval and/or licens- information,

ing status, the accessibility of the
facilities for handicapped persons
and persons to contact for tu-ther’
information. Yocational schoots must
also provide information on the
employment of their graduates.

s1-¢

o The information must be made read-
Hy available (or mailed) to all current
and prospective students, and school
must designate employee(s) who will
help students get this information.

. e Program requirements developed by
, ED are subject to change, and include
procedural and recordkeeping
requiremnents.

BEST COPY AVAILABLE




PROGRAM FEATURES

PELL COMPONENT

2. STUDENT APPLICATION SUBSYSTEM
2.1 Student Application Activity

SUBSYSTEM STEPS

BEST COPY AVAILABLE

2.4

Ny
!
-
(&)

o Students must file a single approved

application annually, through an
authorized processor, to receive a
Pell Grant. Authorized processors
include the Bell Grant central pro-
cessor and sorne neads analysis
services.

There is no charge to the student for
Pell Grant processing. However, if
the school(s) of choice designate a
needs analysis service form to be
used as an application for other aid
programs, the student may be
charged a fee for processing the
application for other aid. ,

Applicants may filf out a special
condition form if relevant to their
circunstances,

Institutions may require that supple-
inental forms be completed.

Students must file application with
processor between January | prior to
the award year and March Ug:! the
award year to be eligible for a grant.

The application must contain demo-
graphic and financial data used by
processor and Institution to deter -
mine eligibility and financial need.

45

inputs

Processes

Qutputs

2.1l o

21,2 o

2.1.3 o

Student obtains appli-
cation form* from their
post-secondary school,
high school, public
library or Federal
government.

Student sends com-
pleted appiication and
application fee, if
required, to appro-
priate processor.

i student receives
SAR requesting addi-
tionat information,
student and/or parents

" make additions or cor-

rections on SAR.

Student and/or parents fill out
either Application for Federal
Student Assistance or one of the
approved needs analysis service
forms, if required by institution.

Student and/or parents fill out
special condition form if relevant
and supplemental forms if required
by the institution(s) of choice.

If apptication is sent to needs

analysis processor, appropriate data
are forwarded to Pell Grant central
processor.

Central processor passes application
data through series of computer
checks. :

Studént resubmits SAR to central
processor,

* Innany ‘cases, the student will receive one packet of application materials fron the school for all sources of aid.

o Application is cornpleted by student.

e A SAR requesting additional infor-

mation Is sent to the student if
application data are incomplete or
inconsistent.

Processor passes SAR through edit-
ing for consistency and conplete-
ness. (The procedure of sending
SAR to student requesting additional
inforination and/or corrections and
student responding is repeated until
all required data are received for
processing.)
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PROGRAM FEATURES

PELL COMPONENT

3. STUDENT ELIGIBILITY DETERMINATION SUBSYSTEM
3.1 Student Eligibility Determination Activity®

SUBSYSTEM STEPS

3.1 e Processor is responsible for prelimin-

L1-2

ary deterinination of student eligibil-
ity for a Petl Grant, and for calcu-
lation of the Student Aid Index (SAI).

To be eligidble for a Pell Grant, stu-
dents inust meet basic eligibitity
criteria established by law and regu-
lationss

Be a U.S. citizen, national or perma-
nent resident

Not have a tor's degree

olled in an eligible

Maintain satisfactory academic pro-
gress and be in good standing

Owe no Title IV grant repayment at
the same jnstitution

Owe no Title 1V loan default at the
same institution '

File a statement that aid will be used
for educational purposes only

File a financial ald transcript, it
required

Register with the Selective Service,
i required.

0 See program features on next page.

~

Inputs

Proccsses

Outputs

3.1.1 e Processor edits appli-
cation data against
established eligibility
criteria.

3.1.2 @ Processor calculates SAI
utilizing financial data
supplied by student and
mandated by formula.

* See also progran features and subsystein steps under activities 3.2 and §.1.

47

e Processor determined whether stu-
dent ineets basic eligibility criteria.

® Processor generates a Student Aid
Report (SAR) for each applicant.

e Student eligibility for a Pell Grant

is determined.

@ SAR is sent to student by processor,

notifying him or her of approval or
disapproval of categorical eligibility,
as well as whether SAI is in eligible

range.

BEST COPY AV MLABLE
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PROGRAM FEATURES

PELL COMPONENT

3. STUDENT ELIGBILITY DETERMINATION SUBSYSTEM
3.1 Student Eligibility Determination Activity (Continued)

SUBSYSTEM STEPS

"
-
o

LI}

LI R D T D D |

L S B |

See program features on previous
page.

To be eligible for a grant, a student

must demonstrate financial eligibility

exists as defined by the program.

Congress and ED establish financial
criterias

Dependency status

Adjusted gross income

Social Security benefits

Other nontaxable income
Veteran's educational benefits
Home/business/investment assets
Cash/savings/checking

Federal income taxes paid
Household size

Number attending postsecondary
institution :
Parents'/students’ marital status
Medical expenses

Other educational exremes
Dependent student's income/assets.

49
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Inputs Processes

Outputs

¢ See subsysten steps on previous page.

BEST COPY AV AILABLE
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PROGRAM FEATURES

PELL COMPONENT

3. STUDENT ELIGIBILITY DETERMINATION SUBSYSTEM
3.2 Validation Activity
-

SUBCYSTEM STEPS

BEST COPY AVAILABLE

3.2

61-2

e In order to reduce error and mis-

reporting by applicants, certain
applications are selected for valida-
tion. The percentage of applications
to be validated fluctuates depending
on ED poflicy decisions.

Upon request, applicants must submit
verifying doctimentation to the insti-

tution for review befor= a grant pay-
ment can be disbursed,

Insiitutions are required by ED to
coliect and validates

A signed copy of the independent
applicant's or the dependent appii-
cant's parent’s Federal income tax
return that s identical to that filed
with the IRS, or

A signed statement attesting thag all
data on the application are correct
and that no tax return was or will be

filed with the IRS, and
A statesnent from the Social Security
Administration verifying applicant’s

benefits (if so requested on the SAR).

Institutions also may validate data
elements of their own choosing and
on their own volition.

@ See programn features on next page.

ol

Inputs

Processes

Outputs

3.2.1 e Central processor
flags application for
vatidation and sends
SAR (along with a
request for verifica-
tion documents) to
the applicant.

3.2.2 e Institution receives
SAR.

3.2.3 e DCPR recelves SAR
and documentation, or
schoo! retains SAR
and documentation.

Appticant recelives SAR.

Institution requests applicant to sub-
mit the necessary docunentation.

Institution reviews SAR and docu-
mentation, requesting additional
information if needed.

DCPR or institution compares SAR
an® documentation.

Institution or DCPR retains docu-
metation.

e Applicant submits SAR to school.

o If school is in ADS, school submits

SAR and documentation to DCPR, {f
schoot is in RDS, school retains SAR
and documentation.

If vaiidation leads to the conclusion
that the SAR is correct, go to 4.1 or
§.2. if validation indicates that the
SAR is incorrect, school or DCPR
instructs applicant to inake the
necessary corrections, sign the SAR,
and) return it to the processor (go to
3.1).¢

* Under RDS, the institution must check th: revised SAR for correctness after reprocessing. Under ADS, DCPR notifies schools when validation is comnpleted.

02



PELL COMPONENT

3. STUDENT ELIGIBILITY DETERMIMATION SUBSYSTEM
3.2 Validation Activity {Continued)

. PROGRAM FEATURES 2 SUBSYSTEM STEPS .
' Inputs Processes Outputs
® See program features on previous @ See subsystemn steps on previous page.
page. ' , :

e Applicants chosen for validation are

‘ given a 30-day period in which to
provide documentation. ‘Any appli-
cant not complying within the 30-day
period or the extension period (60
days after the last day of enrollment
or August 13) forfeits the Pell Grant
award for the entire year and is

. reﬁed to repay the full amount if
di sed,

0Z~¢

e RDS institutions have two options in
disbursing grant awards to students
whose SARs have been flagged for
validations

- The institution may require the stu-
dent to submit all required docupen-
tation before disbursing any award
payment.

- The institution may disburse up to
one-hall the amount of the award for
the award year, Mased on the SAI
shown on the SAR “under review,
before recelving the documentation
fequired for validation,

Under the second option, if the stu-
dent fails to subvnit validation docu-
ments and, if necessary, the repro-
cessed SAR, before the end of the
extension period, the institution must
restore the {full amount paid to the

~ student to the Pell Grant fund.

@ In certain cases, institutions can BEST COPY AVAH.AB,LE

refer validation cases to ED for reso-

QO  lution.
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PELL COMPONENT
¢. STUDENT BENEFIT CALCULATION SUBSYSTEM
8.{ Student Award Caloulation (RDS) Activity
PROGRAM FEATURES SUBSYSTEM STEPS
* Inputs Processes Outruts
§.1 e ln RDS, schools are responsible {or §.1.1 e Applicant submits e Institution reviews student's eligibil- @ Student is notified of ineligibility if
calculating grant amounts for eligible SAR to institution, ity status by checking SAR and its applicable. 1f eligible, school may
applicants. (See 3.2 for validation own records. notify student of award amount. (See
o processes.) 3.2 for grant disburseinent.)
' e Institution determines size of stu- )
e Grant amount is determined for eli- dent's grant according to program
gible students using established criteria.
criterias
- Enrolinent status e Institution determines nunber of
- Student Aid Index individual disburseinents,
- Cost of attendance
- Term length and type of school
’ - Congressionally approved Pell Grant
'i) Payiment Schedule,
N
~

@ Institution rmay utilize only the
required criteria to determine
awards. No discretion in benefit
calculation is permitted.
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PROGRAM FEATURES

PELL COMPONENT

§. STUDENT BENEFIT CALCULATION SUBSYSTEM
8.2 Student Award Calculation (ADS) Activity

SURSYSTEM STEPS

4.2

v
N

@ A relatively small pumber of students

(approximately 35,000) receive Pell
Grants under the Alternate Disburse-
ment Systemn. These students attend
institutions which cannot, or choose
not to, calculate and disburse grant
awards. Under ADS, ED acts as the
financial aid administrator, calculat-

* ing awards and issuing payments

directly to the students.

Grant amount s determined for eli-
gible students using established
Criteria:

Envolknent status

Student Aid Index

Cost of attendance

Term length and type of school
Congress ily approved Peil Grant
Payinent Schedule.

K7

Inputs

Processes

Outputs

5.2.1 e Applicant submits
SAR and Request for
Payment (ED form
304) to institution.

(See 3.2 for validation _

process.)

4.2.2 e Applicant submits
SAR and 304 form to
processor.

o Institution reviews student’s eligi-
bility status by checking SAR and its
own records.

e If student is eligible, institution
completes and certifies the rélevant
portion of the 304 form.

® Processor determines award amount
according to program criteria.

® SAR and 30% forin are returned to
student.

e Notice of initial award amount is
indicated on forin 304-1 (Request
for Additional Payments) which is
sent to student. (See 5.3 for grant
disburseinent.)
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PROGRAM FEATURES

PELL COMPONENT

3. FUNDS NSBURSEMENT SUBSYSTEM
' 3.1 ED Disbu'ser t to Institutions Activity

SUBSYSTEM STEPS

31

@ Under RDS, institutions are respon-

sible for distributing Federal funds to
eligible students.

Institutions may request pay ment
from ED through the established
Letter of Credit or Cash Advance
Request systems. See also program
features under activity 1.9.

RDS institutions must file periodic
Progress Reports (ED Form 255-3) as
well as SARs collected to date to the
Pell Grant Disbursement System
processor.

The Progress Report shows expendi-
tures to date and estimated future
expenditures, as well as other related
information.

Progress Reports must be filed for
accounting periods ending Oct. 31,
Feb. 28, and June 30, and must
reflect cumulative éxpenditures and
nbligations of Pell Grant funds for
the award year.

See programn features on next page.

oJ

Inputs

Processes

Qutputs

5.1.1 o

5.1.2 o

5.1.3 o

If utilizing the Cash
Advance Reguest Sys-
tem, RDS institution
submits a Recipient
Cash Advance form (ED
Form 87%) to cover
estimated expenditures
{or each month.

if utilizing the Letter
of Credit pay ment
method, institution
periodically submits
Pay ment Youcher (TSF
Form 5401) to its com-
mercial bank.

Al RDS institutions
submit, by specified
dates three times each
award year (and on an
ad hoc basis H needed),
a Progress Report (ED
253-3) and SARs
collected to date. (See
also activity 6.1 for
use of Progress

Reports.)

ED Finance certifies payments and
obligates funds up fo authoriza-
tion level.

ED Finance sends tape to Treasury.

Bank forwards copies of TSF 5401
to the Federal Reserve Bank and
credits school's account.

Foderal Reserve Bank sends copy of
of TSF 340{ to Treasury and credits
bank's account.

Treasury sends copy of TSF 5401 to
ED Finance and credits Reserve
Bank's account.

Pell Grant Disbursement System and
DPO evaluate the Progress Report
to determine authorization adjust-
ments.

ED Finance is notified of all
adjustiments,

L

BEST, COPY

AVAILABLE

o Treasury transfers funds (by check)

to the institution.

o Institution receives funds, and ED

Finance updates records.

o Institution receives Authorization

Adjustinent Letter periodically from
Pell Grant Disburseinent System pro-
cessor, if refevant.

v
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PELL COMPONENT

3. FUNDS DISBURSEMENT SURSYSTEM
5.1 ED Disbursement to Institutions Activity (Continued)

N
!
N
>

PROGRAM FEATURES SUBSYSTEM STEPS
fhputs Processes Qutputs
See program features on previous 5.1.8 e Each calendar quarter, o ED Finance receives and processes e ED Finance updates its records.
page. RDS institution submits reports.
Recipient Report of
Expenditures (ED Form
Progress Reports may be filed on an 868). Institutions
ad hoc basis if the authorization must using Cash Advance
be adjusted to carry out programn Request System also
abligations until the next scheduled submit Cash Reconcil-
adjustinent, iation Statement, indi-
cating total funds
expended during quarter
Both RDS and ADS institutions and cash balance on
receive an administrative cost allow - hand.
ance if it is included in the appro-
priation language for the award year.
The cost allowance is based upon the 5.1.5 e If approved by Con- e ED Finance approves pay ments. e Treasury transfers funds to institu-

number of grant recipients attending
during the award year.

Funded RDS institutions eventually
receive all funds necessary to make
awards to all eligible students having
submitted valid SARs.

61

gress, Pell Grant Dis-
bursement System
processor calculates
the number of eligible
recipients for each
school three times
during the award year
and submits tape to
ED Finance.

tions.
e ED Finance certifies payment and
obligates funds.

e ED Finance sends tape to Treasury.

REST COPY AV AILAGLE 62
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5. FUNDS DISBURSEMENT SUBSYSTEM
5.2 RDS institution Dishursement to Student Activity

PROGRAM FEATURES SUBSYSTEM STEPS
Inputs . Processes Outputs
3.2 e Under RDS, institution may make 5.2,1 e RDS institution com- o Institution disburses grant award e Student receives Pell Grant pay-
grant payment to student by check, pletes activities payment each terin to student by ments.
by crediting student's account, or under subsystems 3 and check, by crediting student's account,
both. ¥, determining eligi- or both, according to program
bility and amount of requirernents.
grant for recipient.
o A grant payment must be disbursed
at least once per term, or twice per
year for clock-hour schools.
()
}
)
(V)]

63
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PELL COMPONENT

3. FUNDS DISBURSEMENT SUBRSYSTEM
3.3 ED Disbursement to ADS Students Activity

b

PROGRAM FEATURES SUBSYSTEM STEPS
Inputs _ Processes . Outputs
3.3 e Under ADS, ED makes grant 5.3.1 e Student submits ADS e ED ADS processor processcs forms @ Treasury transfers funds to student
payments directly to student. Request for Payment and forwards tapes to DPQ; DPO by check.
. ) of Pell Grant (ED then reviews and forwards tapes to
. Form 304) to ED ADS ED Finance and Pell Grant Disburse-
¢ Payments inust be disbursed at least processor after com- ment Systen processor.
twice a year. Students in term-based pletion of activities .
schools are eligible to request sub under subsystemns 3 e ED Finance certifies payments and
sequent payments at the beginning of and &, obligates funds.
each new termj requirements differ
for clock-hour schools. e Tape is forwarded to Treasury.
5.3.2 e Student submits ADS o ED ADS processor processes forms e Treasury transfers funds to student
'y Student Report (ED and forwards tapes to DPOy DPO by check.
N Form 304-1), which theb reviews and forward$ tapes to
o has been signed ED Finance and Pell Grant Disburse-
institution to verify ment Systen processos,
enrollment informa- ,
tion and cost data, to o ED Finance certifies payments and
ED ADS processor, obligates funds.

¢ Tape is forwarded to Treasury,
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PROGRAM FEATURES

PELL COMPONENT

3. FUNDS DISBURSEMENT SUBSYSTEM
3.4 Refunds Activity

SUBSYSTEM STEPS

BEST COPY AV AILABLE
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3.8

,

o If grant reciéient graduates early,

withdraws or drops below half-time

 enwolbment during the time covered

by the grant, RDS institution s
responsible for determing amount of
refund according to statutory and
regulatory criteria, and must return
to ED the portion of the refund which
is equal to the percentage of aid
received by the student from the Pell

program. :

»

In calculating the amount of the
refund, RDS institutions must
consider separately the amount of
Pell funds credited to the student's
tuition account and the amount paid
to the ‘-:dent to cover living
exf...:~ and books.

ADS schools must notify processor if
g ant recipient graduates early,
withdraws or drops below half-time
encollment. Processor Is responsible
for deterinining amount of refund
according to statutory and regulatory
criteria.

ADS recipients are responsible for
paying back refunds to ED, if refund
is due.

6'7

Inguts

Processes

Outputs

34.1 o

3.8.3 o

RDS grant recipient
graduates early, with-
draws, or drops below
half-time status.

ADS grant recipient
graduates early, with-
draws, or drops below
half-time status.

DPO receives ADS
over payment fist

from processor.

@ School determines amount of refund

and proportion to be returned to ED,
if any.

School collects refund from student,
if relevant,

School updates records.* .

School notifies ADS processor
of change In student status, and

" updates its own records.* -

ADS processor determines amount
of refund, if any, due to ED.

DPO establishes accounts receivable
tor refunds due, and sends notifica-

tion letter to grant recipient.

* School is required to store records five years after grant recipient's graduation, withdraw al, or reduction to less than half-ti

® ED receives refund froin institution.

e ADS processor sends E) Forin 304- |
to grant recipient, notifying recipient
of amount due to ED, and sends
repayment list to DPO.

¢ ED receives refund fromn grant recip-
ient.

e status.

68



PELL COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSTEM
6.1 Student Account Reconcifiation Activity

BEST COPY AVAILABLE

PROGRAM FEATURES ) SUBSYSTEM STEPS
Inputs Processes Outputs
6.1 e RDS institutions must maintain 6.1.1 e RDS institution main- o At end of award year, institution e RDS institutions close student
accurate accounting fecords of tains records of pay- reviews records and determines accounts for award year; or, if over-
disbursetnents. ments and compiles that grant amount disbursed to each payment exists, go to 6.1.2 or 6.1.3,
records of grant award recipient is correct.
recipients for award
e Institution must maintain records on , year.*
each grant recipient for each award
year. Student records include:
- Admission and encollment status 6.1.2 e If RDS institution e For overpayments inade because of e Institution reconciles account for
- Program of study/courses being taken makes overpayment to institutional error, institution: each RDS recipient.
- Academic progress student due to insti- - Adjusts subsequent disburseinents
- All financial aid received tutional error, insti- during award year, or Q
- All refunds due or paid to student tution must recover - Contacts recipient and collects over-
l}’ - Information on student receiving job overpayment. payment, or
N from institution's placement service. - Restores overpayment from institu-
o tional funds,
o RDS institutions are liable for any
overpayments made to students
because of institutionat error, and .
must collect overpayment from 6.1.3 e H RDS institution o For overpayments made due to stu- o Institution reconciles account for

recipient or restore overpayment to
Pell Grant account from institutional
funds.

e Although not liable, RDS instity-
tions inust attemnpt to collect over-
payments inade because of student
error.

o RDS institutions can refer certain
overpayment cases to ED for reso-
fution.

e ED is responsible for reconciling
student accounts under ADS,

o Sec program features on next page.

makes overpayment to
student due to student
error, change in enroll-
ment status, etc., insti-

dent error or change in student
status, institution:
Adjusts subsequent disburseinents

during award year, or

tution attempts to - Atteinpts to recover overpayment by

recover overpayment
or refers case to ED.

contacting recipient and establish-
ing a repayment schedute, or

- Refers case to ED for resolution if
certain criteria are met,

o Overpayment cases referred to ED
are handled by the Collections Task
Force, which atteinpts to contact
recipient and establish a repayment
schedule,

* Institution must retain student records for five years after recipient ceases to receive Pell Grant funds.

each recipient or refers case to ED,

-
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PELL COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSTEM
6.1 Student Account Reconciliation Activity (Continued)

PROGRAM FEATURES SUBSYSTEM STEPS .
Inputs Processes Outputs
® See program features on previous 6.1.% e Pell Grant Disburse- e DPO reconciles student accounts; o ADS student accounts are reconciled.
page. ment System processor if overpayments exist, DPO arranges
generates a final list for collection.

of disbursements for
total ADS recipients
and submits it to DPO.
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PROGRAM FEATURES

PELL COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSTEM
6.2 Institution Account Reconciliation Activity

6.2

Institufion must mairtain accounting
records and recipient records for the
award year.

Institution must report all program
expenditures to ED at end of award
year,

Institution must account for all
expenditures at end of award year.

ED reconciles institution's account at
the end of each award year by pro-
ducing a Student validation Roster
(SYR) whichs

Collects adjustinents and corrections
to data originally provided on SARs
Obtains institutional verification of
amount of Pell funds actually dis-
bursed to each recipient.

Inputs

SUBSYSTEM STEPS
Pyocesses

Qutputs

6.2.1 e Institution submits
Progress Report for
period ending June 30.

6.2.2 e Institution receives
SYR from ED.

Pell Grant Disbursement System

produces Student Validation Roster
(SVR) based on institution's subinis-
sion of SARs and Progress Reports.

A SVR is also developed for ADS
schools from SARSs received and paid
by the ADS processor. This SYR is
for inforinational purposes only.

RDS institution confirms alf students
listed on SYR were enrolled during
year, adds information on eligible
students omitted on SVR who
received funds, corrects any data
errors, and indicates actual amount
paid to each recipient for the award
year.

Institution checks that the sum of the
actual disbursements to all recipients
for the award year as reported on

the SVR equals the Progress Report's
net expenditure amount, and that

the number of recipients equals the
the Progress Report's total recipient
count.

If the reconciled expenditure amount
verified by the institution differs
from the amount originally repor ted
to EN, institution must submit a
revised Progress Report to ED.

BE.SI LU Ky rmLhotD

o SYR is sent to institution.

e Verified SYR is sent to ED.
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PELL COMPONENT

6. ACCOUNT RECONCILIATION SUDBSYSTEM
6.2 Institution Account Reconciliation Activity (Continued)

PROGRAM FEATURES SUBSYSTEM STEPS
Inputs Processes Outputs .
@ See program features on previous 6.2.3 e EDreceives verified e Data preparation contractor enters e Final Authorization Letter and Final
page. SVR from institution. SVR data and edits them for internal Student Validation Roster are mailed
consistency and for agreement with to schoot by processor.

Progress Report data.

e SVR data are forwarded to Pell Grant
Disbursement System processor which
edits data and produces Final SYR
when the account is reconciled.

o Pell Grant Disbursement System
processor generates Final Authori-
zation letters and submits them to

p ED Finance for approval.

N
1
W
—

_ BrSTCOPY AVAILRBLE  ny

-X
VAR




PELL COMPONENT

6. ACCOUNT RECONCILIATION SUBSYSTEM
6.3 Institutional Audit Activity

PROGRAM FEATURES _ ____ SUBSYSTEM STEPS
_ Inputs Processes Outputs
6.3 e Participating institutions must be 6.3.1 Institution contacts Auditor reviews institutioral o Auwditor's findings are reported to
audited biennially by an independent independent auditor records and procedures for comn -~ institution and regional EN Inspector

auditor.

@ Auditors must adhere to govern-
mental standards.

o Institution has the right to respond to
audit findings.

&N
1
w
N

6.3.2

6.3.3

6.3.4

6.3.5

to perforin audit,

Institution may decide
to respond to auditor's
report.

EDIG receivies audi-
tor's report and insti-
tution's response,

DCPR receives
reports {rom EDIG.

Institution receives
findings from DCPR.

pliance with generally accepted
accounting principles and procedures.

Institution develops written response,
which may disagree with auditor's
findings, reports relevant facts or
circumstances, and remedial actions
taken or planned.

EDIG reviews reports for conplete-
ness and adherence to governinental
procedures.

DCPR reviews reports and deter-
mines adjustiments or repayments
if necessary.

Institution decides whether to accept
or appeal lindings.

i institution appeals, it can redraw
a sainple of recipient records, or
review all records and report find-
ings to DCPR.

BEST COPY AV MLAELE

General (EDIG).

Institution submits written response
to EDIG.

EDIG torwards reports to NDCPR,

DCPR notifies institutions ol its
findings.

if appeal is successful, DCPR amends
audit reports and notifies institution,
Institution takes corrective actions if
necessary. If not, original findings
stand and institution responds accord-

ingly.
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PELL COMPONENT
6. ACCOUNT RECONCILIATION SUBSYSTEM
- 6.8 ED Program Review of Institutions Activity
PROGRAM FEATURES SUBSYSTEM STEPS
Inputs Processes Outputs
6.4 ED is authorized to review partici- 6.4.1 @ Institution is selected e DCPR contacts institution to set o Institution takes corrective actions if

N
{
W
(V)

pating institutions to determine com-
pl.ance with rules and regulations.

A number of difference conditions
will caus= an institution to be chosen
for review. These conditions are
identified vias

Application for participation (see
activity 1.8)

Scores according to a point system
developed by El), from data sub-
mitted by the institution for the
Pell and Campus-Based programs
Determination by an ED regional
office that an institution should be
reviewed

Results of an audit

Period of timme since last program
review,

for review by DPCR,

dates for review.

or applies for partici-

pation. (See also activ-
ity 1.8 in the latter

case.)

ance with rules and regulations.

BEST COPY AVAILABLE

necessary.

¢ DCPR reviews institutional records
and procedures to determine compl-
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CHAPTER THREE *
THE CURRENT SYSTEM: GSL COMPONENT

The Guaranteed Student Lo?(,(GSL) program was first created under the

Higher Education Act of 1965. This program subsidizes loans made to eligible

dostsecondary students, through the payment of a special allowance and in-school

terest subsidies to lenders. The Federal government also progides loan insurance

. a guarantee) in the case of borrower default, death, disabil ty or bankruptcy.

The program is designed to provide incentives for eligible lenders to grant loans to

- needy undergraduate or graduate students to support postsecondary school
attendance. :

Originally, the delivery system\\sa% focused on Federal provision of W\
guas antees (the Federal Insured Student Loan, or FISL, program). Over time, the
focus has shifted to state responsibility for the initial loan guarantee, the state
guarantee is then reinsured by ihe Federal government. Less than five percent of
the loans originated in recent years have been directly guarﬁ\nteed by the Federal
guvernment. Thus the delivery system involves complex intersctions between the
Fede.al govemment, state guarantee agencies, lenders, postsecondary schools and
students. The Federal government primarily collects summary data from guarantee
agencies ana lenders.

The following pages specify the current delivery system for the GSL program,
and identify the program features related to each éctivity. The methodology and
format used in this specification are discussed in Chapter One, and a list of the
activities was presented in Figure 1-2.
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GSL COMPONENT

NOTE: This specilication is for the state agency prograin only. Because the Federally insured program (FISL) is being phased out, almost all new loans will be
originated under state agency auspices. However, outstanding FISL loans will continue to receive interest and special allowance subsidies, and will continue to be processad

+he activities in the Account Reconciliation Subsystem. The procedures for FISL loans are essentially the same as those for state agency loans, except that the
Department of Education (ED) plays the role of the state guarantee agency (GA). Although PLUS (auxiliary loans for parents) are also processed by the GAs, this program is
currently very small in volume.

There are currently 58 GAs, covering all U.S. states, trusts, and territories. Fach of these agencies must sign a “basic agreement” with ED, and may sign up to five
additional agreements, which allow participation in various aspects of the program. With the exception of one or two agencies, all GAs have now signed all six agreements.
In each agreement, the GA agrees to comply with various 'program requirements, in order to receive certain types of Federal payments. A guarantee agency inay be a dire:t
state agency, or a nonprofit agency designated by the state.

1. PRE-APPL'CATION SUBSYSTEM
1.1 ED Budget Forecasting Activity

PROGRAM FEATURES SUBSYSTEM STEPS _
Inputs _ Processes Outputs
1.t - e Program is quasi-entitleinent; all L.l e DPPD develops fund e Ex